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APEX HOUR-SAVING APPLIANCES 


are now serving more homes than ever before in history. In the 
immediate future, new appliances now ready for initial production 
will further increase Apex coverage of the home appliance market. 
Through constant emphasis on research and development, the 
Company will add to the product leadership symbolized by its 
slogan, "The Peak of Quality for More than Thirty-Five Years.” 

































ANNUAL 



REPORT TO STOCKHOLDERS 


1947 

During a year of continued shortages of certain materials, your Company has 
not only produced 44% more Appliances than the highest previous yearly 
total, but also has completed plant expansion and modernization which have 
added substantially to capacity and overall efficiency. The accomplishments 
of 1947 can be viewed also as preparation for the opportunities of 1948. 
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FINANCIAL HIGHLIGHTS 

THE APEX ELECTRICAL MANUFACTURING COMPANY AND SUBSIDIARY 


1947 

1946 

Net Sales 

$31,443,431 

$19,240,199 

Net Profit — after taxes 

$1,803,443 

$433,760 

Net Profit per Common Share 

$5.20 

$1.17 

Dividends declared 

$169,789 

$57,442 

Federal Taxes — (carry-back credit 1946*) 

$1,370,000 

$764,000* 

Payroll — Wages and Salaries 

$9,576,529 

$7,579,635 

Working Capital 

$5,519,413 

$3,113,172 

Net Worth — Capital and Surplus 

$5,526,169 

$3,921,762 

Book Value per Common Share 

$14.87 

$10.07 

Property, Plant and Equipment: 

Expenditures for year 

Depreciation for year 

Present Investment — after depreciation 

$765,282 

$369,964 

$2,527,919 

$902,131 

$252,385 

$2,138,125 

Capital Stock Outstanding: 

Prior Preferred — shares 

Common — shares 

4,689 

340,000 

4,964 

340,000 

Number of shareholders 

1,129 

993 

Number of employees — as of end of year 

2,855 

2,975 

Square Feet Plant Floor Space 

565,123 

530,123 

Unit Sales — Cleaners, Washers, and Ironers: 
Schedule — for year 1948 — 720,000 

532,884 

369,748 




















ANNUAL LETTER FROM THE PRESIDENT 


March 15, 1948 


TO APEX SHAREHOLDERS: 

Your Company has now completed its 35th year in the manufacture and sale of Major 
Home Electrical Appliances. The four years of war and the many following months during which 
industry was struggling to reconvert to a peacetime basis, had brought about so acute a shortage 
in the essential household products around which our business is built, that volume for the 
year 1947 was based entirely on capacity to produce. 

With rehabilitation of plants practically completed, the limiting factors—other than capacity 
—were chiefly those of material and supply shortages. Steel deliveries were in critical balance 
almost daily. Gas shortages likewise caused production curtailment during the months of cold 
weather. While these difficulties restricted scheduled operations, nevertheless volume reached 
an unprecedented high total and the year closed with a satisfactory profit. 

Net Sales for the year 1947 amounted to $31,443,431. This is contrasted with a volume 
of $19,240,199 for the year 1946, representing an increase of 63%. 

Consolidated Net Income, after all charges and provision for Federal Income Taxes, amounted 
to $1,803,443. This also represents a substantial increase over the previous year’s income, which 
amounted to $433,760, including a carry-back tax credit of $764,000. The current year’s net 
income is equal to $5.20 per share on 340,000 shares of Common Stock after provision for 
Prior Preferred dividends, and compares with an earning of $1.17 per share for 1946. The 
current year provision for Federal Income Taxes was $1,370,000. 

Current year earnings include a gross income of $289,816 as a result of the final settlement 
of a claim arising out of a cancelled 1942 contract. Against this was made a provision for 
Federal Income Taxes in the amount of $248,000 as a result of the findings of the Bureau of 
Internal Revenue, which contends that this income is taxable in the year 1944 and, therefore, 
subject to the high rate of war taxes. It is the opinion of the Company and its counsel that the 
income is properly taxable at 1947 rates, when received, however provision has been made 
for the maximum possible tax. For additional detail refer to Note "A” to Financial Statements. 




Dividends of $7.00 per share, totalling $33,789, were declared on the Prior Preferred Stock. 
During the past few years the dividend for the fourth quarter of the year was made payable during 
the latter pan of December; however, such dividend for the year 1947 was paid on January 2, 
1948. As required, purchases of 275 shares of Prior Preferred Stock were made for redemption 
purposes at a cost of $29,247—leaving 4,689 shares outstanding. 

Dividends of 40c 1 per share were declared on the 340,000 shares of Common Stock out¬ 
standing with payment of 20<* per share or $68,000 made in November, and the remaining 
20c—$68,000—payable January 2, 1948. 

On May 15, 1947 the Company entered into an agreement with the Prudential Insurance 
Company of America for a loan of $2,500,000. This is repayable, with interest at 3 Vi % per 
annum, in the amount of $179,000 each year over a period of 14 years; the first installment 
becoming due May 15, 1949 and the final installment payable May 15, 1962. With the proceeds 
of this loan the Long Term Bank Loan of $1,500,000 and $1,000,000 of Short Term Bank 
Loans were paid. The remaining Short Term Loan of $200,000 was paid out of current earnings, 
with the result that all bank loans were retired. 

Earnings during the year have permitted accumulation of a substantial cash balance, which 
it has been deemed advisable to retain as a working fund in view of requirements of expanded 
volume of business and the need for some further investment in plant facilities. As was indicated 
in previous reports, the competitive nature of our business —due to entry into the field 
of major home appliances of the larger and more important companies—requires that we 
have plant facilities second to none and adapted to large scale production. Accordingly the 
current year saw a continuance of substantial expenditures for a moderate plant expansion 
and installation of new and modern equipment; likewise for special tooling for production 
of the newer products as they become available and ready for the market. 

An example of a most helpful expenditure was the investment of approximately $50,000 
to provide standby vaporizing equipment to convert oil into gas for operation of the many 
manufacturing processes otherwise depending on a continuous supply of natural gas. This 
permitted plant operations without interruption during the winter months of 1948. 

Expenditures for this year on Property, plant and equipment amounted to $765,282, against 
which $375,488 was deducted for depreciation and disposals, leaving a net increase of $389,794 
in the depreciated value of our Fixed Assets. These additions bring the total depreciated book 
value to $2,527,919. We believe this valuation conservative, as might be indicated by the fact 
that the modern manufacturing buildings containing a total of 565,000 square feet are carried 










on the books at a depreciated valuation of $700,000 or about $1.25 per square foot, contrasted 
with the high replacement cost of many times that figure. 

It is expected that substantial expenditures will be made during the year 1948 to provide 
facilities for producing some of the newer products which will be available during the year, 
and to further improve the technique of manufacturing as opportunity arises. This we believe 
fundamental to the welfare of the business, although the amount is being carefully controlled 
in order not to unduly deplete working capital. As will be noted from the figures given else¬ 
where, Working Capital has increased $2,406,241 during the year—$1,250,000 coming from 
the increase in long term loan and the remainder from earnings. The Working Capital now 
stands at a total of $5,519,413. 

Net Unit Sales for the year of Company produas—Vacuum Cleaners, Washing Machines 
and Ironing Machines—totalled 532,884, an increase of 163,136 units or 44 % over the previous 
year. While the new year may require some change in planning, the present projected unit 
schedule calls for 720,000 cleaners, washers and ironers, or a monthly rate of about 60,000 products. 

* As previously stated, the sustained demand for our products—to the surprise of many 
business analysts—absorbed nearly the full capacity of our plants. This demand is continuing 
as of the present date, although it is obvious that the market is becoming more selective, with 
preference going to better known, more popular brand names, or products of superiority, over 
others that are available in increasing quantities. Of course, this is the $64 question: How 
long will this demand continue, or what part of the market will our Company be able to secure 
in case of some downward trend which is being constantly predicted by students of business? 

Basically, the market is capable of absorbing our type of products for many years, even 
at the present high rate of production. There is without question an increasing acceptance 
—not only in this country, but in foreign countries as well—of these appliances for the main¬ 
tenance of good standards of living. The Company, in order to remain progressive, must main¬ 
tain a reasonably optimistic view on the basis of conditions which we believe justify this position. 

Therefore, we must do two things and do them well. First, we must publicize through 
advertising and other media, and aggressively merchandise our products; next—and of very 
great importance—we must design the type of appliances that will merit the favor of the 
discriminating housewife. We feel we have been doing this rather successfully by expendi¬ 
ture of a lot of personal effort, as well as large amounts of money, and we propose to continue 







as assurance for our future position. During the next few months we will be introducing some 
of these newer products, which we believe will be well received and offer opportunity for 
replacement of the older models—a stimulus to our sales efforts. 

Two designs of automatic clothes washers to serve the needs of our several lines of distribution 
are about ready for pilot production. We believe they represent a type—not only introducing 
an improved principle for washing, rinsing and drying clothes—but one that can be produced 
at a low cost, even competitive, in a modified design with some of the wringer type washers. 
Entirely new mechanical principles have been developed which permit simplicity of mechanism, 
yet offer advantages not heretofore attained. 

Other new developments have been perfected, among which are some that appear to solve 
the age-old problem of collecting the finest dust particles through use of a simple dust and air 
separator of radically new design and without the use of customary cloth, paper or fibre filters. 
These startling inventions seem to have promising application to many usages where the control 
or collection of dust is important. Appropriate steps are being taken for further study of the scope 
of these possibilities and their most advantageous utilization. 

Patent protection as heretofore, has been given considerable attention. Many patents have 
already been granted and many others are in process, covering new, exclusive features which 
have been developed in respect to these products. An example of the Company's position in 
regard to developments and patents is evidenced by the fact that it has granted on a royalty 
basis, operating rights under certain patents to eight competitive firms and others are being 
negotiated. It is our opinion that while this research work is costly, it is fundamental to the 
future advancement of this Company. 

As heretofore, it is the pleasure of the management to acknowledge a most cooperative 
and helpful spirit among the many employees. Recognition has been given to older employees 
through the Apex Loyal Service Club, which now has a membership of almost 400 men and 
women who have served the Company for a period of 15 years or more. Evidence of this 
mutual respect, established among all the employees for each other and including the manage¬ 
ment, lies in the fact that with approximately 3000 people on the payrolls, at no time during 
the past year has the Company been unable to fill all requirements for personnel. 

It is with deep regret that we record the death of Dr. William E. Wickenden in August, 
1947, who had served as a director since 1939 rendering valuable contributions to Company 
policy during a most difficult period. 

Sincerely yours. 


President 



CONSOLIDATED 


THE APEX ELECTRICAL M 


ASSETS 

CURRENT ASSETS 

Cash . $1,955,687 

Trade accounts receivable . $2,006,098 

Less reserve . 89,365 1,916,733 

Inventories — at lower of cost 

(generally standard cost) or market: 

Finished products at plants, branches, and ware¬ 
houses (including service parts) . $ 720,798 

Raw material, in process, 

manufacturing supplies, etc . 3,022,851 3,743,649 


OTHER ASSETS 

Sundry receivables, advances, etc. 

PROPERTY, PLANT, AND EQUIPMENT-at cost 
(including $497,720 for fully-amortized emergency 
facilities), less reserves for depreciation and amortization 


Land . $ 90,000 

Buildings, machinery, and equipment . $4,214,161 

Less reserves for depreciation and amortization . . 1,776,242 2,437,919 

DEFERRED CHARGES 


Insurance, supplies, and sundry expense, including 
unamortized expense of patents and licenses ($15,468) 


N U F A C T 

DECEMBER 


$7,616,069 

29,341 

2,527,919 

99,496 


$10,272,825 




















BALANCE SHEET 

URING COMPANY AND SUBSIDIARY 

I 

31, 1947 


LIABILITIES, CAPITAL STOCK, AND SURPLUS 


CURRENT LIABILITIES 

Accounts payable: 

Trade accounts, etc. 



Unpaid salaries, wages, etc. 

.... 361,585 


Income tax and savings bond 

withholdings from employees . . . 

.... 102,278 


Pay roll taxes. 


$1,648,553 

Dividends payable January 2, 1948 . . . 


76,206 

Accrued state and local taxes. 


53,549 


Federal taxes on income — estimated — Note A . . . $1,321,678 

Less United States Treasury Notes—Tax Series . . . 1,003,330 318,348 $2,096,656 

FUNDED DEBT 

Fifteen-Year 3Vi% Promissory Note due May 15, 1962, 
subject to required prepayments of $179,000 annually 


commencing May 15, 1949 - Note B. 2,500,000 

RESERVE FOR CONTINGENCIES. 150,000 

CAPITAL STOCK AND SURPLUS 
Capital stock: 


Prior preferred stock, 7% cumulative, par value $100 
per share, redeemable at $105 per share — Note C: 

Authorized . 5,239 shares 

Issued. 4,923 shares 

Less in treasury and called for 
redemption (includes 25 shares 
redeemed January 1,1948) . . 234 shares 

4,689 shares $ 468,900 

Preferred stock (dividend rate not fixed), cumulative, 
par value $50 per share: 

, Authorized and unissued, 40,000 shares ... — 

Common stock, par value $1 per share: 

Authorized 450,000 shares; issued 340,000 shares 340,000 

Surplus — Notes C and D: 


Capital surplus.$ 331,381 

Earned surplus. 4,385,888 4,717,269 5,526,169 

$10,272,825 


Reference is made to contingent liabilities and notes to consolidated financial statements. 



























STATEMENT OF CONSOLIDATED SURPLUS 

THE APEX ELECTRICAL MANUFACTURING COMPANY AND SUBSIDIARY 


YEAR ENDED DECEMBER 31, 1947 


CAPITAL SURPLUS 

Balance at January 1, 1947 . $ 333,128 

Deduct excess of cost of 275 shares of prior preferred stock purchased 

for retirement over par value thereof . . 1,747 

BALANCE AT DECEMBER 31, 1947 $ 331,381 


EARNED SURPLUS 

Balance at January 1, 1947 . $2,752,234 

Add net profit for the year . 1,803,443 

$4,555,677 

Deduct cash dividends declared: 

On prior preferred stock ($7.00 per share) . $ 33,789 

On common stock ($.40 per share) . 136,000 169,789 

BALANCE AT DECEMBER 31, 1947 $4,385,888 


Reference is made to notes to consolidated financial statements. 






















CONSOLIDATED PROFIT AND LOSS STATEMENT 

THE APEX ELECTRICAL MANUFACTURING COMPANY AND SUBSIDIARY 

YEAR ENDED DECEMBER 31, 1947 


Net sales. 

. $31,443,431 

Less: 



Cost of goods sold . $26,328,179 

Selling, administrative, general, and other expenses . 2,347,553 28,675,732 


Other income: 

Discounts earned. 

$ 2,767,699 

. . *.$ 151,794 


Royalties . 54,962 

Final settlement received on canceled 1942 contract . . $289,816 

Less federal taxes computed on settlement at war-time 


rates — Note A . . . .. 

. . . . 248,000 41,816 

Interest earned and sundry income . . . 

. 15,193 263,765 

Other deductions: 

$ 3,031,464 

Interest expense. 

Provision for doubtful accounts. 

.$ 76,668 

. 27,196 


Miscellaneous . 2,157 106,021 

PROFIT BEFORE DEDUCTING FOLLOWING PROVISION 

FOR FEDERAL TAXES ON INCOME . $ 2,925,443 

Federal taxes on income, less amount ($248,000) applied against other 


I income—estimated. 

. 1,122,000 

NET PROFIT $ 1,803,443 


Provision for depreciation of property, plant, and equipment charged to costs and other expenses 
for the year ended December 31, 1947, aggregated $369,964. 

Reference is made to notes to consolidated financial statements. 


























CONTINGENT LIABILITIES AND 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

THE APEX ELECTRICAL MANUFACTURING COMPANY AND SUBSIDIARY 

DECEMBER 31, 1947 


CONTINGENT LIABILITIES 

The Company has a contingent obligation under a Credit Agreement with banks to repurchase 
appliances, sold by dealers and distributors under title retention instruments, in the event of customer 
default. This contingent obligation as of December 31, 1947, was of a minor amount. 

Pending litigation at December 31, 1947, included a lawsuit brought by the Company against 
one of its former employees to compel the defendant to assign certain inventions in accordance with 
an agreement. The defendant has asserted counter-claims which counsel for the Company believes 
are without merit. Other suits arising in the regular course of business are not of a material nature. 

Reference is made to Note D. 


NOTES 

Note A — The amount of federal taxes deducted from the final settlement received on the 
canceled 1942 contract represents the assessment proposed by the Bureau of Internal Revenue 
at war-time rates on account thereof. The Company has filed a protest against such proposed assess¬ 
ment, and contends the tax computation should be made at 1947 rates. Should the Company’s 
contention prevail, the reduction in this tax provision would amount to approximately $138,000 
and result in additional income to the Company. 

Note B — The loan agreement, as amended, pertaining to this note provides, among other 
things, that the Company will (1) not declare or pay any dividend on its common stock, or purchase 
any of such stock unless the consolidated net current assets thereafter remaining shall equal or 
exceed $4,000,000 and (2) maintain consolidated net current assets of not less than $3,000,000. 

Note C — The Company is required to set aside on or before March 31, 1948, as a sinking 
fund for the purchase or redemption of prior preferred shares an amount of $28,890. Pending 
final retirement of 234 prior preferred shares acquired for retirement, surplus is restricted in the 
amount of $23,400, representing the aggregate par value of such shares. 

Note D — Renegotiation proceedings for the year 1945 have not yet been canceled. It is the 
opinion of the Management that no refund should be required. 









ERNST & ERNST 

\ 

ACCOUNTANTS AND AUDITORS 
SYSTEM SERVICE 

CLEVELAND 

UNION COMMERCE BUILDING 
DELIVERY ZONE 14 


Board of Directors, 

The Apex Electrical Manufacturing Company, 

Cleveland, Ohio. 

We have examined the consolidated balance sheet of The Apex Electrical Manu¬ 
facturing Company and subsidiary as of December 31, 1947, and the consolidated 
statements of profit and loss and surplus for the year then ended, have reviewed the 
system of internal control and the accounting procedures of the companies and, without 
making a detailed audit of the transactions, have examined or tested accounting records 
of the companies and other supporting evidence, by methods and to the extent we deemed 
appropriate. Our examination was made in accordance with generally accepted auditing 
standards applicable in the circumstances and included all procedures which we 
considered necessary. 

In our opinion, the accompanying balance sheet and related statements of profit 
and loss and surplus present fairly the consolidated position of The Apex Electrical 
Manufacturing Company and subsidiary at December 31, 1947, and the consolidated 
results of their operations for the year, in conformity with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 

ERNST & ERNST 
Certified Public Accountants 

Cleveland, Ohio 
March 5, 1948 






